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In mid-December last year, President Miguel de la Madrid's administration introduced an
"economic solidarity pact" in which the government, labor and the private sector agreed to freeze
wages, most prices and the exchange rate. The agreement expires on Aug. 31, and negotiations for
an extension of up to three months are underway. However, this time the negotiations are taking
place in a political environment changed by the tumultuous July 6 presidential elections. Since the
elections, opposition leader and presidential candidate Cuauhtemoc Cardenas has attacked the
government's economic policies, demanding wage increases for workers, a suspension of foreign
debt payments, and a halt to the dismantling of state-run companies. Support for Cardenas during
and after the elections is generally interpreted as a rejection of the past six years of economic
austerity. There are reportedly "signs" that Carlos Salinas de Gortari, who is expected to take
office in December, is likely to modify Mexico's policy on the foreign debt. Such a policy change
would be interpreted as a response to Mexican voters' apparent rejection of more economic
austerity, and foreign debt payments at any price. For instance, at a July 26 news conference in
Canberra, Australia, Mexican Foreign Minister Bernardo Sepulveda said Salinas's "first priority is
the development of the economy and the welfare of Mexican society. If that means not servicing
the debt, then he would be prepared to do that." In a speech on Aug. 4 to a meeting of Mexican and
foreign bankers in Monterrey, de la Madrid promised "to continue avoiding demagogic acts and
irresponsible pronouncements in favor of a unilateral moratorium. I can understand this as a tactical
election argument by opposition parties but not in responsible people." Salinas has repeatedly said
that he understands the vote tally to indicate that Mexican workers, who have seen their purchasing
power decline by an estimated 50% since the outbreak of the debt crisis in 1982, are no longer willing
to accept austerity policies. Meanwhile, the future holds economic recession. In a recent study,
the Private Sector Center for Economic Studies predicted that the economy would contract by at
least 4% in the last quarter of the year. Labor leaders recently said they were willing to extend the
economic solidarity pact only if Minister of Commerce Hector Hernandez Cervantes is dismissed.
Hernandez was described as "irresponsible, incompetent and an accomplice in price increases."
Jorge Sanchez Garcia, president of the Labor Congress, was cited by the New York Times as saying:
"It's like we've been afraid to speak of wage increases because they've put into our heads the idea
they provoke inflation. That's why the only freeze the pact has really achieved is of wages, which
just this year have deteriorated by 50%." The pact's principal goal was to reduce inflation. From a
record monthly high of 15.5% in January, inflation dropped to 1.9% in May. Inflation for the month
of July was estimated at about 1.5%. After rising during the first four months of the year to more
than $16 billion, Mexico's foreign reserves dropped in May and June. According to Miguel Mancera
Aguayo, president of the Banco de Mexico, in early August foreign reserves totaled $11.8 billion.
(Basic data from New York Times, 08/08/88)
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